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In accordance with Section 25.18 of the Tax Code: 
 

(a) CAD shall implement the plan for periodic reappraisal of 
property as approved by the board of directors under Section 6.05 (i). 

 
(b) The plan provides for annual reappraisal of all oil and gas property appraised by 

the CAD.  The CAD has a professional services contract with Capitol Appraisal 
Group, LLC (CAGL) to appraise these properties for the CAD.   
 

(1) Identification of new property and its situs.  As subsurface mineral 
properties lie within the earth, they cannot be physically identified by 
inspection like other real property.  However, the inability to directly 
inspect does not appreciably affect the ability to identify and appraise 
these properties.  To identify new properties, CAGL obtains monthly oil 
and gas lease information from the Railroad Commission of Texas 
[RRC] to compare against oil and gas properties already identified.  
The situs of new properties is determined using plats and W-2/G-1 
records from the RRC, as well as CAGL’s in-house map resources. 

 
(2) Identifying and updating relevant characteristics of all oil and gas  

properties to be appraised.  Relevant characteristics necessary to 
estimate value of remaining oil or gas reserves are production volume 
and pattern, product prices, expenses borne by the operator of the 
property, and the rate at which the anticipated future income should be 
discounted to incorporate future risk.  CAGL obtains information to 
update these characteristics annually from regulatory agencies such as 
the RRC, the Comptroller of Public Accounts, submissions from 
property owners and operators, as well as from published investment 
reports, licensed data services, service for fee organizations and 
through comparable properties, when available. 

 
(3) Defining market areas in the district and identifying property 

characteristics that affect property value in each market area.  Oil and 
gas markets are regional, national and international.  Therefore they 
respond to market forces beyond defined market boundaries as 
observed among more typical real properties.  

 
(4) Developing an appraisal approach that best reflects the relationship 

among property characteristics affecting value and best determines the 
contribution of individual property characteristics.  Among the three 
approaches to value (cost, income and market), the income approach 
to value is most commonly used in the oil and gas industry.  Through 
use of the discounted cash flow technique in particular, the appraiser is 
able to bring together relevant characteristics of production volume and 
pattern, product prices, operating expenses and discount rate to 
determine an estimate of appraised value of an oil or gas property.   



  
(5) Comparison and Review.  Use of the income approach is the first step 

in determining an estimate of market value.  After that the appraiser 
reviews the estimated market value compared to its previous certified 
value and also compares it to industry expected payouts and income 
indicators.  The appraiser examines the model’s value with its previous 
year’s actual income, expecting value to typically vary within in a range 
of 2-5 times actual annual income, provided all appropriate income 
factors have been correctly identified.  Finally, periodic reassignment of 
properties among appraisers and review of appraisals by a more 
experienced appraiser further expand the review process.   

 


